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Economic Report of the President of the United States 


President Eisenhower, in his annual Economic Report 
to the Congress, states that the 5.5 per cent increase in 
gross national product, to $412 billion in 1956, is an 
instru 


indication that free competitive markets are 


ments for organizing and expanding production and 
consumption. In such an economy, the Government 
has a responsibility to protect incentives to work, to 
save, and to invest; it must also restrain its expenditures, 
curb monopolistic tendencies, and facilitate adjustment 
of the economy to advancing technology and changing 
consumer demands. But heavy responsibilities must also 
be borne by the individual in his own economic activity 
and in his organized activity with others. Business man 
agements and leaders of labor and agriculture have a 
responsibility to help avoid economic imbalance and 
dislocation by wise planning of future expansion pro- 
grams, avoiding excesses in investment or in the use of 
credit, avoiding efforts to improve their economic posi 
tions in ways that prevent adjustment to changing mar 
ket conditions. and agreeing on labor benefits whicl 
are consistent with productivity and with the mainte 
nance of a stable dollar. The full burden of avoiding 
price inflation cannot be carried by fiscal and monetary 
restraints alone; failure of private individuals to accept 
the responsibilities inherent in a free economy could lead 
to increasing government intervention and loss of 
freedom. 

In a review of the economic growth and improvement 
during the four years, 1953-56, the Report points out 
that goods and services available for civilian use increased 
more than total output because of a reduction in govern- 
ment purchases of military goods. The physical expan- 
sion of business plant and equipment was especially large 

as much as one fourth—and the quality and efficiency 
of this plant were improved by technological advances. 
Farm income, which had declined through 1955, showed 
some improvement in 1956. Total personal income dis- 
bursed to individuals each year was higher than in the 
preceding year, despite some contraction in the latter 
part of 1953 and early 1954. 


many 


Nevertheless, incomes of 
Americans are still inadequate, especially among 
older persons and those handicapped by inadequate 
training and education, and in certain communities with 
relatively high levels of unemployment. This period 


tested the effectiveness of government policies and the 


capacity of the economy to adjust to large changes in 


market demand. and the Government has learned much 
about fostering economic stability. 

The U.S. economic expansion during 1956 resulted 
from increased activity in all major sectors of the econ- 
omy. but increased business investment was especially 
strong. The expansion of business activity created job 
opportunities, and personal incomes rose for all major 
groups of income recipients. The gain in civilian em- 
ployment was 1.8 million, and average employment for 
the vear reached a high of 65 million. Unemployment 
remained relatively low, averaging 2.5 million. or 3.8 
per cent of the civilian labor force. 

Prices of most industrial commodities and services 
rose in 1956, and increasing costs became a more per- 
vasive factor in the economy. Farm prices joined the 
general increase during the first six months, only to 


Wage rates 


industries: in manufacturing and 


decline again after the middle of the year 
advanced in many 
building construction hourly earnings rose by 6 per cent. 
Produc 


tivity, as reflected in output per man-hour, rose less than 


while in retail trade they rose by 4 per cent. 


in 1955. In some industries price advances matched ris 
ing costs, but in others costs rose relative to prices, and 
profit margins fell. 

Substantial demand for credit from business, state. 
and local governments and from consumers caused inter- 
est rates to rise sharply. The rate on new three-month 
treasury bills reached a high of 3.33 per cent in Decem 
ber 1956, while yields on high-grade corporate and gov- 
ernment bonds reached their highest levels since the 
1930's. 

In view of the pressures on prices, costs, and financial 
resources, it was necessary to continue the monetary and 
fiscal restraints initiated in 1955. Cash transactions of 
the Federal Government with the public shifted from 
net payments of nearly $1 billion in 1955 to net receipts 
of over $5 billion in 1956. The Federal Reserve authori- 
ties maintained pressure on the availability of bank 
credit through open market operations and successive 
increases of the discount rate, which reached 3 per cent 
in August. 

The developments of recent years have shown the basi« 
role of monetary and fiscal policy in avoiding the excesses 
that often accompany prosperity. To depend exclusively 
on monetary and fiscal restraints as a means of contain- 


ing the upward movement of prices would, however, raise 
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serious obstacles to the maintenance of economic growth 
and stability. In the face of a continuous upward pres- 
sure on costs and prices, moderate restraints would not 
be sufficient; yet stronger restraints would bear with 
undue severity on sectors of the economy having little 
if any responsibility for the movement toward a higher 
cost-price level and would court the risk of being exces- 
sively restrictive for the economy generally. Experience 
suggests that fiscal and monetary policies must be sup- 
ported by appropriate private policies to assure both a 


high level of economic activity and a stable dollar. 


In agriculture, the basic problem has been a persistent 
tendency for production to outrun commercial demands. 
The Government has made great efforts to move crop 
surpluses into consumption, both at home and abroad. 
The approach to the problem of agricultural surpluses 
through severe restrictions on acreage has been only 
partially successful. A new approach was initiated in 
1956 with the Soil Bank Act, but it may be expected to 
restrain output successively less in 1958 and 1959 than 
in 1957, 


moderating excessive fluctuations in prices and farm 


Price supports are a valuable instrument for 


income, but experience shows they can be so used as to 
cause numerous difficulties. For certain commodities. 
notably wheat and cotton, parity prices as now computed 
appear clearly out of line by any economic standard. In 


addition to the problems involved in the major crops. 


Europe 


Sterling Exchange Rates 
The USS. 
$2.80 14, on January 22, thus rising above $2.80 for the 


first time since June 25, 


dollar-sterling exchange rate closed at 
1956. Sterling was also in de- 
It is still difficult to 


say how far demands for sterling are purely on commer- 


mand in most continental centers. 


cial account or whether they represent efforts to replen- 
ish sterling balances run down at the end of last year. 
The Times states the general view in London is that in 
a month’s time sterling may be higher than at present. 
The outstanding bear position is still regarded as exten- 
sive and as a potential source of strength. Moreover, the 
trade figures are not unfavorable, and the seasonal de- 
mand for sterling area commodities has still to be 


reflected in full in the exchanges. 


Source: The Times, London, England, January 23, 1957. 


U.K. Exports 


U.K. exports reached a new high during 1956 and, as 
the value of imports showed little change, the visible gap 
was reduced by £288 million, to £571 million. Provisional 
figures published by the U.K. Board of Trade on Janu- 
ary 11 show that the total value of exports and re-exports 
was £3,318 million, an increase of 9.7 per cent over 1955. 


The total value of imports rose by only £6.6 million, to 
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new government programs are needed in two special 
farming sectors—the drought-stricken regions of the 
Great Plains and the subsistence farms in 1,000 low- 
income counties. 

Economic activity is expected to increase during 1957, 
Allow- 


ance must be made, however, for uncertainties in the 


though at a more moderate rate than in 1956. 


present international situation, in the movement of prices, 
and in the factors that affect business investment, espec- 
ially profit margins and the availability of new savings. 

To strengthen the enterprise system, to enlarge the 
national resources, and to improve the level of living, the 
President has made a number of recommendations to 
the Congress. These include continuing flexibility in 
fiscal policy to meet changing economic tendencies, and 
a comprehensive study of financial institutions and prac- 
tices with a view to improving the facilities for meeting 
credit and capital requirements and for exercising ap- 
propriate controls over credit. In foreign economic 
policy, the President recommends legislation authorizing 
U.S. membership in the Organization for Trade Co- 
operation, participation in the atomic energy work of 
the United Nations, and continuing U.S. nonmilitary 


assistance to other countries. 


Source: The Economic Report of the President, Trans- 
mitted to the Congress January 23, 1957, Wash- 


ington, D.C. 


£3.890 million. If allowance is made in the 1956 export 
figures for the inclusion of silver bullion repayments to 
the United States and in the 1955 figures for shipments 
delayed by the October 1954 dock strike, the underlying 
increase in the value was still close to 10 per cent; the 
rise in volume was 6 per cent, while export prices 
increased by about 4 per cent. Import prices were 2 per 
cent higher than in 1955, but the volume of arrivals was 
reduced slightly. 

U.K. exports to North America in 1956 were 23 per 
cent higher than in 1955 and amounted to £398 million. 
excluding £22.4 million worth of silver bullion repay- 
ments to the United States. Exports to the United States. 
again excluding the silver bullion, reached £221 million, 
21 per cent more than in 1955; and exports to Canada 
reached £178 million, an increase of 26 per cent. 
Source: The Financial Times, London, England, Janu 

ary 12, 1957. 


Norwegian National Budget 


Norway's National Budget for 1957, which sets forth 


the Government’s economic program, emphasizes that 
the main task for fiscal policy is to limit the increase in 
private demand. The fiscal budget for 1957-58 will aim 
at a surplus on current and capital account at least equal 


to that for the current fiscal year. 
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The Government’s debt policy will attempt not only to 
cover expenditure, including loans to the state banks, but 
also to neutralize the possible liquidity effect of any net 
purchase of foreign exchange by the Bank of Norway. 
Its money and credit policy will continue to aim at limit- 
ing credit-financed demand. The financing of invest- 
ments via the bond market will be curtailed in compari- 
son with last year. 

The increase in total production in 1957 is estimated 
at 3 per cent, which is slightly less than in 1956. The 
main increase is expected in the export industries. A 
deficit of NKr 100 million (US$14 million) in the bal- 
ance of payments on current account is estimated, com- 
pared with a deficit of NKr 150 million (preliminary 
figure) in 1956. Net freight earnings are expected to 
rise by NKr 400 million, or 14 per cent. The capital 
inflow in 1957 is estimated as higher than the deficit on 
current account, and an increase of roughly NKr 300 
million ($42 million) in foreign exchange holdings is 
exper ted. 

Developments in both the domestic and the external 
economy may lead to a substantial increase in demand 
in 1957, especially in the investment field; there is, 
therefore, a danger that prices and wages will rise. In 
order to attain the desired distribution of income, as well 
as to maintain the competitive power of the export indus- 
tries, the present direct control of prices will not be 
dismantled. 

The National Budget mentions that investment in pro 
duction equipment has constituted an increasing share of 
total investment in recent years. However, several inves- 
tigations have indicated that a substantial increase in 
production could be achieved by better use of the exist- 
ing machinery. Since the working population increases 
only slowly, the chief possibility for increased produ 
tion is higher productivity. 

Source: Norges Handels og Sjgfartstidende, Oslo, Nor- 


way, January 14, 1957. 


Norwegian State Banks 


In accordance with the recommendation of a commit- 
tee investigating the lending of the Norwegian state 
banks (see this News Survey, Vol. VIII, p. 230), the 
Government has introduced a bill in the Storting asking 
that the interest rate for loans from the state housing 
banks be raised from 2! per cent to 3!% per cent. Cer- 
tain other changes are also proposed in the conditions 
for loans granted by these banks. 

Source: Norges Handels og Sjejartstidende, Oslo, Nor- 
way, January 12, 1957. 


Economic Situation in Finland 


“In spite of relatively satisfactory economic prospects 


it the beginning of 1956, economic developments in 


Finland in 1956 cannot be characterized as anything but 
unlucky.” This judgment of Finland’s economic position 
is made in the Quarterly Review issued by the Economic 
Division of the Ministry of Finance. Even a year ago it 
was expected that the market for sawn goods and plywood 
would be weaker than in 1955. Exports of sawn goods 
in 1956 were 100,000 standards below 1955 exports. their 
prices fell by more than 10 per cent, and exports of ply- 
wood decreased even more. The decrease in export earn- 
ings from sawn goods and plywood, however, was com- 
pensated in part by larger exports of paper and woodpulp 
at prices slightly higher than in 1955. 

The decreased inventories of sawn goods in the pur- 


h ising 


suntries may result in an increase Finnish 


exports in 1957. On the other hand, it seems clear that 


the fall in prices for the products of the wood industry is 


ry. but indicates a changed relatior ship with 
products of the woodpulp and paper industry. 


Even before the final figures are known, it seems cer- 
tain that both the quantity and value of imports reac hed 


peak in 1956 


anew } 


The increase was intended to aid in 


taining a monetary balance. but since it resulted in a 


ide deficit of Fmk 25 billion and a balance of pay- 


ments deficit of more than Fmk 10 billion, it causec 
further deterioration in the already low foreign exchange 
reserves. 

The national income in 1956 rose slightly less than 
3 per cent. Among the various sectors, the largest change 
in net domestic product was in agriculture, which in- 
creased 10 per cent, mainly because of animal production. 
[he increase in trade was 5 per cent, in industry 3 per 

ind in transportation 2 per cent. 

lhe lower demand for sawn wood products, as well as 

lower prices and higher costs, led to a 6 per cent decrease 


in total forestry output in 1956. A further decrease is 
expected in 1957, chiefly because the cutting of large-size 
timber (for the saw mills) is expected to be curtailed 
greatly in the early months of the year. This situation 
has already influenced employment, and the number 


unemployed is much higher than it was a year a; 


[he index of wholesale prices rose by 9 per cent dur- 


ing the first eleven months of 1956; prices of domestic 


goods rose by 5 per cent and those of import soods by 


18 per cent. In the same period, the cost of living index 
increased by almost 17 per cent; most of this increase, 
however, was caused by higher wages and a delay in 
registering in the index previous price increases, which 
temporarily had been offset by higher subsidies. The 
increase in average wages between the fourth quarter ol 
1955 and the third quarter of 1956 was about 14 per cent. 

The monetary situation is still unstable. There is no 
confidence in the stability of the present price level. as 
shown by the decrease in bank deposits; nor is the failure 
to reach agreement on the labor market conducive to 


increasing this confidence. 
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In spite of the many stabilization measures taken in 
1956, whereby government revenue increased or expendi- 
ture decreased by a total of Fmk. 16-17 billion, it is 
expected that the government budget for 1956 will show 
a deficit of more than Fmk 5 billion. On the basis of the 
present estimates for 1957, it seems certain that difficul- 
ties will continue, as revenue might decrease because of 
reduced foreign trade and expenditures might increase. 
At present, expenditure for maintaining employment is 


running 50 per cent higher per month than during 1956, 


The Review concludes that present prospects for an 
increase in real income, both for wage earners and for 
the other sectors of the economy, are darker than a year 
ago. If wage increases are granted to compensate for 
the higher cost of living, the result will be an inflationary 
rise in the cost and price level. This would mean that the 
stabilization measures have all been in vain and that the 
basis for a possible relaxation of foreign trade and abo- 
lition of other postwar regulations would be lost. 
Helsinki, Decem- 


Source: Hufvudstadsbladet, Finland, 


ber 7, 1956. 


Economic Development in West Berlin 


Industrial turnover in West Berlin amounted to ap- 


proximately DM 6.1 billion in 1956, against DM 5.2 


1955. 


countries realized about DM 4.7 


billion in Sales to West Germany and foreign 
billion. The relative 
growth in production last year was 16 per cent, com- 
pared with 22 per cent in the previous year: if the 
increase in prices is taken into account, the rise was only 
some 13 per cent. Retail and wholesale trade turnover 
each increased by 11 per cent; the rate of increase for 
retail turnover thus remained approximately unchanged, 
while that for wholesale turnover slowed down by about 
6 per cent. As a result of the slackening of the expansive 
trends in West Germany. only about 40,000 new jobs 
were created in West Berlin last year, compared with 
60.000 in each of the three preceding years. By the 
autumn, unemployment had fallen to 90,000, representing 
9 per cent of the labor force—a position which West 
Germany had reached in 1950. It is estimated that about 
100.000 more jobs will have to be created before there 
can be any question of full employment in Berlin. Since 
the capital goods industry, which employs two thirds of 
all industrial workers in Berlin, is chiefly affected by the 
falling off in activity, serious problems will arise if last 
year’s economic policy is continued unchanged. On the 
other hand, the upward trend has persisted in the con- 
sumer goods industry, where both production and new 
orders have recently been approximately 15 per cent 
above the previous year’s level. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 


Main, Germany, December 27, 1956. 
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Middle East 


Economic Developments in Israel 


The Israel budget estimate for the fiscal year 1957-58 
(April 1, 1957-March 31, 1958) 


special defense expenditures from the Defense Fund—is 


which does not include 


balanced, with total receipts and expenditures amounting 
to 1£849.7 million. This is 10.5 per cent more than the 
1956-57 budget figure of I£769.3 million. The supple- 
mentary defense budget now in preparation is expected 
to amount to 1£65-75 million. 

The increase in revenue is to be derived mainly from 
higher national income and larger counterpart funds: no 
new taxes are to be introduced, but the methods of tax 
collection are to be improved. Ordinary budget receipts 
and expenditures are estimated at 1£461.4 million, com- 
pared with an estimated 1£413.2 million in 1956-57, while 
the development budget is expected to increase to 1£325.5 
million, from [£300.7 million in 1956-57. Hardly any 
allocations have been made for new projects in the devel- 
opment budget, emphasis being placed on the consolida- 
tion of outstanding investments to make them econom- 
ically productive. Among the main revenue items in this 
budget are counterpart funds from foreign development 
loans, estimated at 1£93.5 million. which is substantially 
above the 1£54.0 million for 1956-57: this item includes 
income from the estimated sales of development bonds 
and the first installment of a loan from the Export-Import 
Bank of Washington. Counterpart funds accruing from 
the sale of U.S. surplus agricultural products are expected 
to rise from 1£72.0 million in 1956-57 to 1£76.5 million 
in 1957-58. 


(1£72.0 million) are expected to remain the same as in 


Counterpart funds from German reparations 


the earlier year. 

The ordinary budget makes provision for defense 
expenditures of I1£68 million, the same as in 1956-57. 
Additional receipts for this purpose will be provided by 
the Defense Levy and the Defense Loan (see this News 
Survey, Vol. VIII, p. 376, and Vol. IX, p. 177). The 
ordinary budget includes 1£45,0 million for the payment 
of interest on loans, and the development budget allocates 
1£56.0 million toward the repayment of loans; in 1956-57, 
the allocations in the two budgets were I1£40.0 million and 
1£50.0 million, respectively. 

The Finance Minister, in his budget speech, surveyed 
the economy of Israel in 1956 and discussed some of the 
economic problems of the near future. In the current 
year, 70,000 immigrants are expected from North Africa, 
Egypt. and Eastern Europe; in the last three months of 
1956, immigration reached the rate of 6,000 persons a 
month. The absorption of these immigrants will require 
the planning and execution of large-scale projects in 
agriculture, industry, construction, and development. The 


natural increase will add almost another 40,000 to the 
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population, bringing the total to 2 million. The labor 
force is expected to grow by 25,000-30,000, most of whom 
will be unskilled immigrants. 

\ program is being prepared to absorb 10,000 families 
on the land. An expansion of agricultural production 
will make it possible to employ thousands of additional 
newcomers, and thousands more will be employed in new 
industrial and craft undertakings which are being 
planned, as well as in the construction of factories, 
houses, and other buildings. 

The Minister stated that in 


increased in all branches, particularly agriculture and 


1956 production had 
transport. According to preliminary estimates, the na- 
tional income rose to some [£2,000 million, from 1£1,750 
million in 1955; in real terms, the estimated increase of 
6-8 per cent was about the same as in 1955. 

Agriculture made the chief contribution to the expan- 
sion in output. The cultivated area increased by 80,000 
dunums, to about 3.7 million dunums (1 dunum=—0.22 
acre}; and the value of production rose from 1£337 mil- 
lion in 1955-56 to 1£454 million in 1956-57 (in terms 
of 1955-56 prices). 

\s a result of increased productivity, industrial ex 
ports rose by about 4 per cent. Among the various indus- 
tries, there was a 16 per cent increase in the diamond 
industry, 12 per cent in metals, 14 per cent in automobile 
assembly and repair, 14 per cent in electrical appliances, 


ind 29 per cent in plastics. Twenty-eight new enter- 


prises with capital of I£10 million and $3.5 million 
began production. 

Exports of goods and services rose by some $30 mil- 
lion, to $165 million, but imports of goods and services 
rose by some $100 million, to $540 million. The increased 
imports were almost entirely investment goods, building 
materials, defense requirements, and imports to increase 


stoc ks. 


current consumption; in fact, there was a drop in per 


[here was no increase in commodity imports fo1 


capita consumption, in view of the 4.6 per cent increase 
in population. As in the past, the balance of payments 
deficit was financed by German reparations, U.S. grants- 
United Jewish 


Bond receipts, personal restitution payments, and capital 


in-aid and food surpluses, 


Appeal and 


transiers, 


Price increases were restrained to some extent, and the 
cost of living index rose by only 3.8 per cent during the 
past year. The Finance Minister pointed out that the 
recent decision of the General Federation of Labor 
(Histadrut) that wage agreements be negotiated only 
every two years and that the cost of living allowance be 
changed only once in six months, and then only if the 
index has risen by more than 3 per cent, represents an 
important contribution to price stabilization. 


Sources: The Jerusalem Post, Jerusalem, Israel. Decem- 


ber 25, 1956 and January 15, 1957. 


Iraq's Oil Earnings 


The Iraqi Government on January 9, 1957 received 
from the Iraq Petroleum Company ID 9.97 million (ID 1 

US$2.80), representing its oil earnings for the fourth 
quarter of 1956. This brings Iraq’s total oil revenue in 
1956 to ID 68.84 million, compared with ID 73.75 million 
in 1955. The lower figure is due to the suspension after 
November 2, 


oilfields to Mediterranean seaports. Iraq’s total oil rev- 


1956 of oil exports from Iraq’s northern 


enue in 1956 had been expected to exceed ID 80 million. 
and total exports from Iraqi oilfields to reach 34 million 
tons. The export volume in 1956 was 29.2 million tons. 
Source: The Financial Times, London, England, Janu- 


ary 10, 1957. 


Far East 
Indian Food Import Policy 


The Government of India has firm commitments for 
imports of about 8 million long tons of foodgrains during 
the Second Five Year Plan period ending March 1961. 
\ recent agreement with the United States authorizes 
imports of 3.5 million tons of U.S. surplus wheat over a 
period of three years (see this News Survey, Vol. IX, 
p. 77). Since the Government is eager to step up food- 
grain imports during the current year, in order to stabi- 
lize domestic prices, it is now proposed that this trans- 
ction be completed in two years instead of three. The 
U.S. Government has already authorized the export to 
India of 1.5 million tons of wheat up to July 1957. The 
second phase will start in August when the remaining 
2 million tons will be purchased by India. India will 
also import a substantial amount of wheat from Australia 
and other countries; in fact, 80,000 tons of wheat were 
purchased and shipped from Australia in January 1957. 

India has an agreement to import 2 million tons of 
rice from Burma in the five-year period, 1956-60. Imports 


in 1956 amounted to 280,000 tons, against a target of 


300,000 tons; the balance is expected to arrive in Janu- 
ary 1957, and for the current year, the total of such 
imports Is expe ted to be 500,000 tons. In addition, India 
has recently purchased 200,000 tons of surplus rice from 
the United States against payment in Indian rupees, and 


60,000 tons of rice from Mainland China. 


The Hindu Weekly Review, Madras, India. Janu- 


ary 14, 1957. 


source: 


Ceylon’s Housing Loan 


The Government of Ceylon has authorized the Ministry 
of Labor, Housing, and Social Services to raise publi 
loans up to a total of Rs 110 million over a period of 
about three years. The funds will be allotted to the 


National Housing Department to grant loans to house 
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builders and building societies, and for government hous- 
ing schemes. A loan of Rs 30 million has already been 
raised. 
Source: 


Ceylon News, Colombo, Ceylon, December 27, 
1956. 


Thailand's Tobacco Production 


Preliminary estimates place the 1956-57 production 
of flue-cured tobacco in Thailand at 22.2 million pounds 

about 38 per cent larger than the 1955-56 crop of 16.2 
million, but 12.5 per cent less than the 1954-55 record 
crop of 25.5 million. Thailand’s exports of unmanufac- 
tured tobacco during the first eight months of 1956, total- 
ing 5.4 million pounds, exceeded shipments in all previous 
calendar years. Shipments to the United Kingdom were 
about 4.7 million pounds: the remainder was exported 
to West Germany, Belgium, Hong Kong, and the Nether- 


lands 


Source: Department of Agriculture, Foreign Crops and 
Varkets, Washington, D.C., December 17, 1956 


Japanese Balance of Payments 


Japanese foreign exchange receipts in 1956 were equal 
to US$3,225 million and payments to US$2,932 million, 
leaving a favorable balance of US$293 million. Since 
receipts were only $557 million more than in 1955, while 
payments increased by $758 million, the net favorable 
balance was reduced by $201 million. 

According to the payments account of the Bank of 
Japan, exports during the year were $2,402 million, a 
rise of $448 million, or some 23 per cent, over the 1955 
figure. At the same time, imports increased to $2,470 
million, reflecting the greater demand for equipment 
investment as a result of the steady expansion of industry. 
Imports paid in sterling made a noticeable advance. 
resulting in a deficit of some $108 million, in sharp con- 
trast to the surplus of $119 million in 1955. 

The high receipts during the year were due mainly to 
brisk exports to the dollar area, particularly of ships and 
textile goods. On the import side, there was a marked 
rise of raw materials for textile manufacture (35 per cent 
rise in cotton) and of iron and steel products (85 per 
cent rise in iron ores and other primary products). The 
imported raw materials consumed in 1956 for the manu- 
facture of domestic products exceeded those used for 
export goods. Imports of foodstuffs declined consider- 
ably, because of the bumper crop of rice. 

Receipts on account of invisibles amounted to $823 
million, which was $109 million more than in 1955; 


receipts from special procurement funds accounted for 


$595 million, or $38 million more than in 1955. Pay- 


ments for invisibles totaled $462 million, an advance of 


some $136 million from the preceding year, mainly 
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because of the rise of freight rates after the disturbances 
in the Middle East. The favorable balance of $361 mil- 
lion was due chiefly to increased purchases through 
International Cooperation Administration funds. 


Source: The Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, January 19, 


1957. 


Philippine Exports of Coconut Products 


Philippine exports of copra and coconut oil reached a 
record high in 1956. Exports of copra, at 964,034 tons, 
were 18 per cent more than in 1955, and those of oil, at 
Although the 
United States remained the leading buyer, its purchases 


107,164 tons, increased by 45 per cent. 
represented a smaller proportion of the total exported 
from the Philippines, whereas the share taken by Euro 
pean countries, principally the Netherlands and the Fed- 


eral Republic of Germany, increased sharply. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., January 21, 1957. 


United States and Canada 


U.S. Duties on Textile Imports 


President Eisenhower has rejected a U.S. Tariff Com- 
mission proposal for an increase of nearly 100 per cent 
In the letter which 


announced this decision to the Congress, the President 


in the duty on velveteen imports. 


noted that Japan, the largest supplier of velveteens to 
the United States, has agreed to a five-year control plan 
to limit its exports of velveteens and other cotton textiles 
to the United States (see this News Survey, Vol. IX, 


p. 225). 


At the request of the Association of Cotton Textile 
Merchants of New York, the Tariff Commission has 
dropped its investigation of duties on gingham imports. 
The Association stated that Japan’s voluntary limitation 


of textile exports made this action possible. 


Sources: The Wall Street Journal, New 
January 23 and 30, 1957. 


York, N.Y., 


U.S. Sugar Quota 


The U.S. Department of Agriculture has announced an 
increase of 200,000 tons, to 9 million tons, in the U.S. 
sugar quota for 1957. This quota is used as a basis for 
allocating the U.S. market between domestic and foreign 
growers. The increase is an attempt to prevent further 
increases in domestic sugar prices. World prices have 
risen sharply in recent months as strong demand has 
reduced world stocks to low levels. Several years ago, 


following the expansion in production during the Korean 
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war, Cuba had a sugar surplus of 2 million tons. The 
carry-over was down to 700,000 tons at the end of 1956, 
and it is estimated that it will decline to 300,000 tons by 
the end of 1957. The world price for sugar futures has 
risen to 5.70 cents per pound f.a.s. Cuba, a premium of 
28 points above the U.S. price. Normally, the U.S. price 
averages about 1'% cents per pound above the world 
market price. 


Other measures taken by the Department of Agri- 
culture include an increase in domestic beet sugar acre- 
age; consideration of imposing export controls on sugar 
products; and instructions to the International Coopera- 
tion Administration to review its aid program to make 
certain that the program will not have the effect of sup- 
porting the upward movement of world sugar prices. 
Source: The Journal of Commerce, New York, N.Y., 

January 14, 1957. 


Canada’s Economic Prospects 


A Royal Commission on Canada’s Economic Prospects, 
which was established 18 months ago to survey the direc- 
tions in which the Canadian economy is likely to move 
by 1980 and to discuss the economic problems likely to 
be encountered, has made its preliminary report. It 
reviews the size and shifting pattern of the economy and 
suggests appropriate interim government policies regard- 
ing labor, immigration, municipal financing, and regional 
adjustments, as well as the major domestic industries, 
their financing, and foreign trade and capital move- 
ments. The Commission estimates that the population 
will expand from the present 15.6 million to 26.7 million 
by 1980; output per man-hour will increase between 2.5 
per cent and 3.2 per cent a year; and the gross national 
product (GNP) will rise from about Can$26 billion in 
1955 to Can$76 billion (expressed in constant prices). 
Over this period the ratio of agricultural output to total 
GNP is expected to decline from 13 per cent to 6 per cent: 
the ratio for the output of the natural resource industries 
will increase from 10 per cent to 15 per cent, and that 
for manufacturing will increase slightly. Foreign trade 
is expected to decline in relative importance, but the 
proportion carried on with the United States will prob- 
ably increase. 


Future development will depend increasingly on petro- 
leum and natural gas, which are expected to supply by 
1980 over two thirds of Canada’s greatly increased energy 
requirements, with nuclear energy probably supplying 
no more than 4 per cent of the total. Large quantities 
of oil and gas will also be available for export, and 
increased sales in the United States will be favored by 
the lower Canadian costs of exploration, development, and 
production. The immediate sale of available oil and 
other materials at reasonable prices should be sought 


instead of retaining them for more favorable market 
opportunities—in order that the present generation may 
receive some benefits from them and to ensure continuing 
rapid development of the oil industry. The share of 
Canadian manufacturing in the domestic market is 
expected to increase slightly in competition with U.S. 
industry. The fastest growing industries are expected to 
be electrical equipment, electronics, and chemicals; above- 
average growth may also occur in primary iron and steel, 
industrial machinery, and oil refining. 

Established Canadian industries and their employees 
should be safeguarded against imported goods at dumped 
prices, but the general level of Canadian tariffs should 
not be altered more than moderately, either up or down. 
Broad reciprocity with the United States, involving a gen- 
eral reduction in tariff barriers, is not regarded as a 
practical prospect. Individual tariff rates, however, 
should be re-examined continually, so that they may be 
adapted to changing industrial conditions. 

Total new investment in Canada during the 1945-55 
decade averaged 25 per cent of GNP, of which personal 
savings financed 22 per cent, government funds 23 per 
cent, internal business savings 52 per cent, and net 
foreign capital 3 per cent. In recent years the net foreign 
component has increased, reaching 10 per cent in 1955. 
If the net use of foreign resources is defined to include 
the undistributed profits of corporations controlled by 
nonresidents, as well as the deficit in Canadian interna- 
tional transactions, it has financed since 1954 about 25 
These 


foreign funds have been particularly necessary to finance 


per cent of total capital investment in Canada. 


large-scale risk projects on which no return is expected 
for several years. An equally important contribution by 
foreign investors has been the extensive industrial ‘ex- 
perience and market connections that must be assured 
before large investment projects can proceed. Canadians 
by themselves could have supplied these needs less effi- 
ciently, or not at all. So far, there is little evidence that 
foreign-controlled Canadian companies are operated at 
variance with Canada’s best interests, but Canadians 
have been concerned that this may not always be true. 
It is suggested, therefore, that foreign-owned concerns 
should voluntarily publish financial statements showing 
the results of their operations in Canada, should make 
some part of their equity capital available for Canadian 
investors, and should provide for Canadian representa- 
tion on the boards of directors. A real incentive in this 
direction might be provided by changes in the income 
tax laws. In addition, action should be taken to prevent 
foreign voting control of the banking and life insurance 
industries. Meanwhile, new mechanisms should be de- 
vised in Canada for concentrating available venture cap- 
ital and for spreading risks more widely, so that invest- 
ment will be less dependent upon new inflows of foreign 


capital. By 1980. Canada may even be a net exporter of 
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capital—that is, a continued inflow from abroad may be 

more than offset by Canadian capital exports. 

Source: The Financial Post, Toronto, 
ary 19, 1957. 


Canada, Janu- 


Latin America 


Import Tax Exemptions in Ecuador 


By a decree which went into effect on December 11, 
1956, the Government of Ecuador has prohibited the 
granting of exemptions from customs duties, consular 
fees, and other import taxes to government agencies and 
state enterprises or to private concerns under industrial 
protection, public works, mining, and other contracts. 
Exemptions authorized before October 31, 1956 under 
industrial protection and other contracts may be main 
tained until such contracts are terminated. but duties on 
all imports entering under such contracts must be de- 
posited. They will subsequently be refunded on proof 
that the imports are to be used for the purposes contem- 
plated in the contract. Existing contracts are to be 
revised to conform to the provisions of the decree pro- 
hibiting these exemptions. 

The Government is authorized to grant exemptions 
from duties, etc., to municipalities and provincial coun- 
cils with prior approval of the National Planning Board. 
It is understood that a system is also being worked out 
under which government agencies will not be required 


to pay duties on prescribed quotas of imports, but will 


goods 


be subject to scaled percentages of the duties on g 


imported in excess of these quotas. 

The list of agencies which may import medical sup- 
plies duty free has been extended, with strict provisions 
to ensure that this privilege is not abused. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., January 14, 1957. 


Revision of Bolivian Tariff Schedule 


The new tariff schedule under Bolivia’s exchange re- 
form and stabilization program (see this News Survey, 
Vol. IX, pp. 197, 211, and 219) lists 1,197 import items 
ranging from those which are duty free to those with a 
duty of 300 per cent, c.i.f., calculated at the exchange 
rate established by the Central Bank of Bolivia on the 
foodstuffs, 
imports of cattle, beef, pork, and lard are free; powdered 


day payment is made. Among essential 
and condensed milk, edible oils, and fresh, frozen, dried, 
salted, and canned fish pay 2 per cent ad valorem; wheat, 
6 per cent; wheat flour, rice, and sugar, 8 per cent; and 
potatoes and other tubers, 10 per cent. 

The new tariff system replaces a more complicated 


arrangement involving duties and surcharges ranging 
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up to 3,000 per cent of the c.i.f. values. These charges 
were based on the exchange rate of Bs 190 per U.S. 
dollar, which had become unrealistic and was abolished 
under the exchange reform program. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., January 28, 1957. 


Licensing of Brazilian Imports of Capital Equipment 


Licenses issued for imports of capital equipment, rep- 
resenting foreign capital investment in Brazil, amounted 
to $3,876,426 in October 1956, compared with $2.5 mil- 
lion in September and $2.7 million in August. The 
largest, by value, issued in October was a license for 
$868,000 issued to the U.S. firm, American Steel Foun- 
dries, for equipment for manufacturing automobile parts. 
Other large licenses were for equipment for the manu 
facture of dyes, mining equipment, and equipment for 


the manufacture of agricultural machinery. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., January 21, 1957. 


Exchange Rate Developments in Uruguay 


After remaining steady at about Ur$3.80 per U.S. 
dollar in the last two weeks of 1956, the free commercial 
rate for the U.S. dollar in the Uruguayan exchange mar- 
ket weakened during the first ten days of 1957, until it 
reached Ur$3.915 on January 10. At this point, the 
Bank of the Republic intervened as a seller of foreign 
exchange, and the rate remained at around Ur$3.90 in 
the next few days. 

The free certificate market rate for the U.S. dollar 
remains pegged at Ur$4.10 per U.S. dollar, which has 
been the rate since the certificate market was opened on 
August 20, 1956. Most other rates have also been pegged 
throughout this period, though some at levels different 
from official parities. 

Source: El Bien Publico (Weekly Edition), 


Montevideo, Uruguay, January 15, 1957. 
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